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I. INTRODUCTION

In its original decision, the trial court entered unchallenged

findings that the debtor' s president and shareholder, appellant John

Haughney, orchestrated the transfer of the debtor's only valuable

asset — the Callaway I health club — to a third party to avoid the valid

claim of the debtor's landlord, respondent Meridian Place, LLC. On

Meridian's appeal of the trial court's limited award of damages for

what was indisputably a fraudulent conveyance, this Court reversed

as inadequate the trial court's $ 75, 00o damages award and

remanded with instructions to enter judgment in favor of Meridian

for the value of Callaway I at the time of the transfer. Obeying this

Court's mandate, the trial court on remand entered judgment for the

undisputed value of Callaway I — $750,000 less the cash amount

paid by the transferee to obtain the asset free and clear of a lender' s

security interest. 

The trial court correctly rejected Haughney's contention that

Meridian's damages for this fraudulent conveyance were equal to

Callaway I's value less the face amount ofthe lender' s lien rather than

the amount actually paid to transfer clear title in the fraudulent

Meridian Place, LLCv. Haughney, 176 Wn. App. loo6, 2013 WL 4501449
2013) (See CP 152- 67, Appendix A) 
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transfer of Callaway I. The trial court's discretionary assessment of

damages on remand complies not only with this Court's mandate, 

but with the letter and purpose ofWashington's Uniform Fraudulent

Transfer Act, which authorizes a creditor to recover "the value of the

asset at the time of the transfer" from "the person for whose benefit

the transfer was made." RCW 19. 40. o81( b)( 1), ( c). This Court

should affirm and award Meridian its fees for responding to a

frivolous appeal, filed solely for purposes of delay. RAP 18. 9. 

II. RESTATEMENT OF ISSUE RELATED TO

ASSIGNMENTS OF ERROR

The Uniform Fraudulent Transfer Act provides that a creditor

who has been victimized by a fraudulent transfer " may recover

judgment for the value of the asset transferred RCW

19. 40.081( c). 

Where a debtor and its principal agree to, and then in fact, 

transfer to a third parry the debtor' s property free and clear of a

lender's security interest in order to avoid the claim of creditor, is the

creditor entitled to recover judgment under RCW 19. 40.o81 against

the principal for the value of the asset transferred less the amount

actually paid to the debtor' s lender to release its security interest? 
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III. RESTATEMENT OF THE CASE

The following restatement of the case is taken from the trial

court's original Findings of Fact and Conclusions of Law (CP 555- 62), 

this Court's unpublished decision in Meridian Place. LLC v. 

Haughney, 176 Wn. App. 1006, 2013 WL 4501449 ( 2013) ( CP 1_54- 

67) ( App. A), the trial court' s unchallenged Supplemental Findings

of Fact and Conclusions of Law ( CP 396-99) ( App. B), its

Memorandum Decision ( CP 364-68) ( App. C), and where necessary

to support the trial court's challenged findings and conclusions, the

evidence before the trial court on remand. Haughney's brief violates

RAP 10. 3( a), as he does not cite to the evidentiary record before the

trial court, instead relying on his legal memorandum rather than any

affidavits, documentary evidence or trial testimony to support his

assignments of error.2

A. Haughney orchestrated the transfer of Callaway I, 
Humcor's sole valuable asset, to prevent Meridian

from recovering on its claim for delinquent rent. 

Appellant John Haughney was a 42% shareholder and

president of Humcor, Inc., the corporate owner of a successful health

2 For example, Haughney cites repeatedly to his post -remand " Motion for
Declaratory Judgment" regarding damages ( CP 307- 18) to support many
of his factual contentions that lack evidentiary support. ( App. Br. 4-5, 11) 
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club known as Callaway Fitness (Callaway I). ( FF 2, 4, CP 556) 3 In

June 2006, Humcor opened a second fitness center, known as

Callaway II, signing a five year lease for space in a Puyallup shopping

center owned by respondent Meridian Place, LLC. ( FF 3, CP 556) 

While Callaway I was a success, "[ t]he Callaway 2 lease had trouble

from the start," ( FF 6- 7, CP 556- 57) and by the November, 2008, 

Callaway II had shut its doors and Humcor had filed for bankruptcy. 

FF 24, CP 559) 

Haughney mischaracterizes the transaction at issue — the sale

of Callaway I — as an " attempt to resolve Humcor's financial

difficulties." ( App. Br. 3) In fact, in January 2008, when Humcor

was in default on a substantial portion of its Callaway II rent to

Meridian, Haughney arranged for his friend John Loveall to " buy" 

the only valuable Humcor asset, Callaway I, for pennies on the dollar, 

in order to deprive Humcor's creditor Meridian of the means to

collect on the substantial debt owed by Humcor to Meridian. 

The parties set the sale price of Callaway I at $750,000, which

indisputably represented Callaway I's fair market value, but most of

the "consideration" paid by Loveall was illusory. ( Op. 10- 11, CP 164; 

3 The trial court's original Findings ofFact and Conclusions of Law (CP 555- 
62) are cited as " FF" or " CL." Its Supplemental Findings of Fact and

Conclusions of Law (CP 396-99) are cited as " SFF" or "SCL." 
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SFF 1, CP 397 (unchallenged)) Loveall paid $114, 263. 24 in cash, (FF

10, CP 557; CP 488), and purported to, but never did, assume a

mortgage debt of over $635,000 on Haughney's personal residence. 

FF 17, CP 558 (" the transfer of the Horizon Mortgage debt to Loveall

was illusory"); CP 156- 67) Loveall also had no involvement in the

management of Callaway I, which at all times remained under

Haughney' s control. ( FF 11- 12, CP 557) 

B. Haughney, Humcor's directors, Loveall and Cascade
Bank all agreed that Humcor would transfer

Callaway I to Loveall free and clear ofCascade Bank's
security interest for its $ 325,000 loan, which

Cascade Bank released for $117,500. 

Prior to the sale of Callaway I to Loveall, Cascade Bank held a

lien on all of Humcor's equipment at both Callaway I and at Callaway

II to secure a loan balance of $325,00o. Haughney was a personal

guarantor of the Cascade Bank loan. ( CP 514) In directing his lawyer

to prepare the documents for the sale of Callaway I to Loveall, 

Haughney noted that " Cascade Bank will require a payment to

release the UCC filing for the equipment. They will let us know what

that amount is soon." ( CP 487) 

In the Purchase and Sale Agreement, Humcor agreed to

convey to Loveall Callaway I's assets " free and clear of any and all

liens," including Cascade Bank's security interest. ( Tr. Ex. 1 at 14.4; 
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CP 478) Cascade Bank, at Haughney's request, agreed to take

117,500 in exchange for a release of is lien on the Callaway I

equipment when it was transferred to Loveall. ( CP 490, 515, 552) 

Loveall paid Humcor $ 114,263.54 by check dated April x, 

2oo8. Humcor deposited the check on April 22, 2oo8, the same day

upon which it paid Cascade Bank $ 117,500. ( CP 488- 89) Cascade

Bank released its security interest on April 24, 2008. ( CP 490) 

C. The trial court found the transfer fraudulent. This

Court reversed the trial court's limitation of

Meridian's damages to $ 75, 000, directing the trial
court on remand to award damages based on the

undisputed value of Callaway I, taking into account
the value of the Cascade Bank lien. 

The sale ofCallaway I to Loveall was indisputably a fraudulent

transfer. ( CL 3, CP 56o; CP 155- 57) The transfer rendered Humcor

insolvent ( CL 3, CP 56o), and deprived Meridian of the assets to

allow Humcor to meet its obligations to Meridian under the Callaway

II lease. ( FF 16, CP 558) 

In his 2011 Findings of Fact and Conclusions of Law, Pierce

County Superior Court Judge John Hickman (" the trial court") found

that the transfer of Callaway I to Loveall was a fraudulent transfer

under RCW 19. 40.041(b) because the sale was to an insider (Loveall), 

Humcor ( through Haughney' s continued management) retained

control and continued to manage Callaway I following the sale, the
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transfer consisted of substantially all of Humcor's assets, while

Humcor was insolvent and threatened with suit by Meridian and

occurred without notice to Humcor's creditors. ( CL 4, CP 556) 

Haughney (who was also Humcor' s accountant), Humcor's board of

directors and Loveall all agreed that the value of Callaway I was

750,000. Nonetheless, the trial court arbitrarily limited Meridian's

damages award to $75,000. ( CL 7, CP 556- 57; CP x63- 65, 451) 

Meridian appealed the damages assessment. Neither

Haughney nor Humcor appealed the trial court' s conclusion that the

transfer to Loveall was a fraudulent conveyance. 

This Court reversed the trial court' s damages award as an

abuse of discretion because it was without evidentiary support and

contrary to the language of the UFTA. The Court held that the UFTA

authorizes a creditor to recover damages ` for an amount equal to the

value of the asset at the time of the transfer, subject to adjustment

as the equities may require." ( Op. 9, CP 162 ( emphasis in original), 

quoting RCW 19. 40.o$ 1( c)) The statute defines asset to include

property of a debtor, but the term does not include [p] roperty to the

extent it is encumbered by a valid lien." ( Op. 9, quoting RCW

19.40.011( 2)( i)) 
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The Court held that given the parties' agreement that " the

750,000 sale price accurately reflected Callaway I's fair market

value," ( Op. 9, CP 162), the " trial court abused its discretion in

awarding a tenth of the damages that the evidence at trial showed

was compensable to Meridian under UFTA." ( Op. 12, CP 165) The

trial court' s reduction had no evidentiary basis in the record because

the value of the Cascade lien did not exceed $325, 000. ( Op. 11, n.12, 

CP 164) This Court remanded "for a hearing and recalculation of the

damages" due Meridian from Haughney under RCW 19. 40. o81. ( Op. 

13, CP 166) 

D. On remand, the trial court found the value of

Callaway I to be $ 750,000 less $ 114, 263.54 — the

amount paid by the transferee to obtain title free and
clear of Cascade Bank's lien. 

The trial court conducted a hearing on remand on December

20, 2013, and issued an oral ruling finding that the amount of

damages equaled the $750,000 agreed purchase price of Callaway I, 

less the $ 325,000 amount of the Cascade Bank lien prior to its

discharge. ( CP 365) Before the trial court could enter findings of fact

or a judgment, Haughney filed for bankruptcy protection under

Chapter 7. ( CP 365) In September 2014, the bankruptcy court lifted

its stay to permit Meridian to obtain a final judgment against

Haughney for its damages in the trial court. ( CP 327, 346-47, 365) 



Following a hearing on November 21, 2014, the trial court

reconsidered its 2013 oral ruling and issued a memorandum decision

finding damages in the amount of "$ 750, 000, less $ 114,263.54, 

representing payment of the Cascade Bank lien and further

deduction of $75, 000 for the net value amount already paid toward

the [ 2011] judgment by the defendant, for a total of $56o,000." ( CP

367) The trial court found that the most "' equitable approach', as

allowed by RCW 19. 40, et al, is not to elevate `form over substance' 

and to look at the real numbers that were used in releasing the lien, 

not the amount that existed at the time just before the transfer." ( CP

367) 

In Supplemental Findings of Fact and Conclusions of Law, the

trial court found that the value of Callaway I was $750,000, "[b] ased

on the uncontroverted testimony of the parties to the transfer in

question and agreement by all parties in the case." ( SFF 1, CP 397) 

The trial court found that Cascade Bank released its lien on the

equipment at Callaway I "in consideration for the receipt of $117,500

from Humcor on April 22, 2008." ( SFF 2, CP 397) The trial court

found that Cascade Bank's lien " did not diminish the value of the

asset transferred to Mr. Loveall" because the Bank released its lien

so that James Loveall would receive the equipment free and clear of

4



the Bank's lien and in fact the equipment was transferred to James

Loveall free and clear of Cascade Bank's lien." ( SFF 2, CP 397) The

trial court entered judgment for $ 560,736.46, which it calculated

based upon "the value of the asset transferred at the time of transfer

of $ 75o, 000 less $ 75, 000 already paid by Mr. Haughney to the

plaintiff [in satisfaction of the 2011 judgment] and less $ 114, 263.54

in cash paid by Loveall to Humcor as part of the purchase price." 

SCL 1, CP 398; CP 401) 

Haughney appeals. ( CP 403) 

M r.tTOIS ' kM̀

A. This Court, having previously interpreted the UFTA
to grant the trial court equitable authority to adjust
the value of Callaway I in light of Cascade Banks' s
lien, reviews the trial court's damages award and
equitable determinations for abuse ofdiscretion. 

The issues raised by a fraudulent transfer claim "are primarily

factual in nature." Clayton v. Wilson, 145 Wn. App. 86, 101, ¶ 29, 

186 P.3d 348 (20o8), af, f'd 168 Wn.2d 57, 227 P.3d 278 ( 2009). See

RainierNat. Bank v. McCracken, 26 Wn. App. 498, 5o6- 07, 615 P. 2d

469 ( 198o), rev. denied, 95 Wn.2d 1005 ( 1981). And, as recognized

by the Court of Appeals, the UFTA gave the trial court discretion to

adjust the value of Callaway I in light of the Cascade Bank lien. 

Haughney's argument that this Court's review ofthe trial court's legal

conclusions is de novo (App. Br. 8) ignores the prior decision in this
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case, which he has not challenged and is therefore controlling as the

law of the case. See RAP 2.5( c); Roberson v. Perez, 156 Wn.2d 33, 

41, 123 P•3d 844 ( 2005) (" once there is an appellate holding

enunciating a principle of law, that holding will be followed in

subsequent stages of the same litigation."). 

This Court reviews the trial court's damages award following

a bench trial for abuse of discretion, (Op. 8, CP 161, citing Krivanek

v. Fibreboard Corp, 72 Wn. App. 632, 636, 865 P.2d 527 (1993), rev. 

denied, 124 Wn.2d 1005 ( 1994)), reversing only where the award is

outside the range of relevant evidence, shocks the conscience, or

results from passion or prejudice." ( Op. 8- 9, CP 161- 62, citing

Mason v. Mortgage American, Inc., 114 Wn.2d 842, 950, 792 P. 2d

142 ( 1990)) 

As this Court previously held, RCW 19. 40.o81( c) allows the

court to adjust its damages award " as the equities may require," 

consistent with the UFTA's equitable purpose to prevent a debtor

from placing property beyond the reach of creditors to the prejudice

of their legal or equitable rights. See Thompson v. Hanson, 168

Wn.2d 738, 750, 239 P. 3d 537 ( 2009); Rainer Nat. Bank, 26 Wn. 

App. at 505- 06. This Court reviews the court's consideration of the

11



equities for abuse of discretion. Arzola v. Name Intelligence, Inc., 

Wn. App. $ 23, — P.3d _, 2015 WL 3971817 ( 2010. 

S. The trial court followed the letter and purpose of the

UF17A as established in this Court's prior decision in

awarding to Meridian " the value of the asset

transferred," and properly exercised its discretion in
deducting only the amount paid to obtain clear title
to Callaway I. 

The trial court's damages determination is supported by this

Court's mandate, the language of the UFTA, the undisputed evidence

and is well within the trial court' s discretion. 

1. The trial court's damages award falls squarely
within this Court's mandate, which remanded

for the trial court to exercise its discretion to

determine the value of the Callaway I asset. 

In reversing the trial court' s original judgment, this Court's

mandate directed the trial court to determine the value of Callaway

I, the asset that Haughney sought to transfer from Humcor to avoid

Meridian's claim, in light of the substantial undisputed evidence that

Callaway I was worth $750,000. Where, as here, the appellate court

remands for further proceedings, the trial court is not bound to any

particular result but instead may exercise discretion in entering a

new judgment. In re Marriage ofRockwell, 157 Wn. App. 449, 454, 

238 P•3d 1184 ( 2010) (" We intended that the trial court exercise its

discretion on remand."). 

12



This Court remanded " for a hearing and recalculation of the

damages amount based on RCW 19. 40. o81 and the relevant

evidence." ( Op. 13, CP 166) The Court did not direct that " the full

321, 7o6.04 should be deducted in computing Meridian's damages," 

as Haughney argues in quoting the Court's statement concerning

the amount of Cascade Bank's lien, roughly $326, 000." ( Op 11, CP

164; App. Br. 1o) 

This Court held "that the trial court had authority under RCW

19. 40.011( 2)( i) and 19.40.o81( c) to adjust " the agreed $ 750,000

value of Callaway I" downward in light of Cascade Bank's lien on

Callaway I," which Cascade Bank released when Haughney paid off

the underlying loan with the sale proceeds. ( Op. 11, CP 164) That is

precisely what the trial court did on remand by determining the

amount required to convey clear title to Loveall and awarding to

Meridian the value of the asset that was fraudulently transferred. The

trial court properly exercised its discretion to determine the value of

the Callaway I asset that Haughney prevented Meridian from

realizing in accordance with the mandate. 

13



2. The UFTA authorizes the trial court to value an
asset based on economic reality, not

hypothetical or inflated values. 

In authorizing a defrauded creditor to recover the value of an

asset transferred," RCW 19.40.081( c), the UFTA states that the

court should not include "[ p] roperty to the extent it is encumbered

by avalid lien." RCW 19. 40.011( 2)( i). ( See Op. 9, CP 162) Haughney

argues that the trial court is obligated as a matter of law to ignore the

economic realities of a transaction and disregard the amount actually

paid to a lender to discharge its lien in order to convey clear title to

the asset. ( App. Br. 9) That argument is meritless. 

By defining an " asset" taking into account " the extent it is

encumbered by a valid lien," the UFTA directs courts to use the fair

market value of the asset, considering the actual, not hypothetical

value of any encumbrance. Haughney's argument that the court must

ignore the " real numbers that were used in releasing the lien," ( CP

367), flies in the face of the plain statutory language of RCW

19. 40.011( 2)( i). 

The trial court properly refused to " elevate ` form over

substance,"' rejecting Haughney' s argument that it must consider the

face value of a lien and not its freely negotiated true value in

conveying clear title. ( CP 367) Courts must look to the economic

14



reality of a transaction to further the purpose of the OF FA, which is

to allow creditors to recover the value of property that is transferred

by the debtor to avoid a valid obligation. Thompson, 168 Wn.2d at

750. Otherwise debtors could reduce the value of fraudulently

transferred property to zero by artificially inflating the size of a

Iender's lien. Even when considering the potential, rather than the

reality of a debtor' s obligations, courts routinely discount the face

amount of a security interest in valuing the debtor's assets. See, e.g., 

In re SMTC Mfg. of Texas, 421 B. R. 251, 286 ( Bankr. W.D. Tex. 

2009) (" Discounting a contingent liability by the probability of its

occurrence is good economics and therefore good law, for solvency

is an economic term."), quoting Covey u. Commercial Nat'l Bank

ofPeoria, 96o F.2d 657, 660 ( 7th Cir. 1992). 

Thus, while Cascade Bank, prior to release of its lien, "could

look to that [ Callaway I] collateral for satisfaction of its entire

325,000 claim," (App. Br. 9) ( emphasis added), that is not what the

Bank infact did here. Cascade Bank released its security interest for

only $ 117,500 in an arms -length transaction with its borrower

Humcor, while maintaining its security interest in Callaway II's

equipment. The trial court's damages award furthered the purpose

of the UFTA by measuring the value that was lost to Meridian, 
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Humcor's largest creditor, through the fraudulent transfer

orchestrated by its principal Haughney. 

3. The trial court's damages award is supported

by undisputed evidence that Meridian was
deprived of an asset that was worth $750, 000, 

less the amount paid to obtain title free and
clear of Cascade Bank's lien. 

The trial court had substantial, indeed, undisputed evidence

that Loveall received free and clear title to the Callaway I asset that

was worth $ 750,000 less the amount he actually paid to discharge

Cascade Bank's lien. Haughney concedes that Loveall received the

Callaway I asset free and clear of all liens, as contemplated in his

memo from Haughney to his lawyer setting out the terms of the sale

CP 487), and the purchase and sale agreement with Humcor. ( Tr. 

Ex. 1 at 114. 4, CP 478; CP 552) Haughney also does not challenge the

75o,000 value of Callaway I, except to the extent he questions the

trial court's assessment of the value of Cascade Bank's lien. 

Undisputed evidence supports the trial court' s finding that

t]he lien of Cascade Bank that had attached to the equipment at the

Callaway I location prior to the transfer of that equipment to James

Loveall was released by Cascade Bank in consideration for the receipt

Of $ 117,500 from Humcor on April 22, 2oo8." ( SFF 2, CP 397) And

that finding supports the trial court's conclusion that the face value
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of the Cascade Bank lien "did not diminish the value of those assets

to [ Loveall] and, therefore should not be deducted from the value of

the assets transferred to him." ( SCL 2, CP 398) 

Haughney negotiated a release of the Cascade Bank lien on the

Callaway I equipment for $ 117,500, with the bank maintaining its

lien on the equipment retained by Callaway IL ( CP 515, 552) Loveall

provided a $ 114, 263.54 check dated April 1, 20o8 that Humcor

deposited on April 22, when Humcor paid $117,500 to Cascade Bank. 

CP 488- 89) On April 24, 20o8, Cascade Bank confirmed that it had

released its security interest upon the receipt of $ 117,500 from

Humcor. ( CP 490) 

Haughney's contention that he obtained Callaway I subject to

the face amount of Cascade Bank's lien because it was released in a

separate transaction," " not part of this single asset purchase

transaction" (App. Br. lo), is frivolous. Haughney admitted in a 2010

declaration that "the cash realized from the sale of Callaway One was

paid to Cascade Bank .... In exchange for the payment, Cascade

Bank agreed to release its lien on the equipment located at Callaway

One." ( Tr. Ex. 9, ¶ 9; CP 552) Haughney's memo to his lawyer

contemplated a release of the Cascade Bank lien as part of the

purchase and sale agreement, which also required transfer to Loveall

17



free and clear of all liens." ( Tr. Ex. 1, ¶ 4.4; CP 478, 487) And

Cascade Bank itself acknowledged that it considered its receipt of

117,50o not only "consideration for the sale" of Callaway I, but also

payment in full for the collateral covered by the sale," in order to

provide to the purchasers " the assets free and clear of our perfected

security interest." ( CP 490) 

No authority supports Haughney's argument that the release

of Cascade Bank's lien was a " separate transaction" because it

occurred three weeks after the date of the Purchase and Sale

Agreement. Where, as here, the parties intend several instruments

to be part of the same transaction, it does not matter that they were

separately executed three weeks apart. See Lemen v. Pring Corp., 4

Wn. App. 462, 466, 482 P.2d 802 (1971) (" Obviously both documents

were part of the same transaction even though they were executed

approximately 3 weeks apart.") ( emphasis added); Turner v. 

Wexler, 14 Wn. App. 143, 146, 538 P. 2d 877 ( construing 1965

condition sales agreement for sale of lots and 1969 contract with

builder and subsequent performance bond "together as one contract, 

even though they do not refer to one another"), rev. denied, 86

Wn.2d 1004 ( 1975)• 



Rejecting Haughney's argument as elevating " form over

substance" ( CP 367), the trial court properly concluded that the

Cascade Bank lien was released from Callaway I's assets when they

were transferred to James Loveall...." ( SCL 2, CP 398) This Court

should affirm. 

4. The trial court's " equitable approach" was

expressly authorized by RCW 19. 40.o81( c) and
its damages award was not an abuse of

discretion. 

The trial court applied " equitable factors" in considering the

amount paid to discharge the Cascade Bank lien before arriving at its

damages award. ( SFF 3, CP 397- 98) The trial court properly

exercised its discretion in "taking the more èquitable approach"' ( CP

367) and deducting from the agreed value of the Callaway I asset the

amount actually paid for Loveall to obtain title Callaway I free and

clear of the Cascade Bank lien, rather than deducting the face value

of the lien that no longer attached to the transferred assets. Its

decision was consistent with RCW 19.40.o81(c), which authorizes a

judgment "for an amount equal to the value of the asset at the time

of the transfer, subject to adjustment as the equities may require." 

Thus, even if Haughney is correct that he obtained the

Callaway I asset subject to the Cascade Bank security interest, the

trial court had authority under RCW 19.40.081( c) to equitably adjust
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its award to reflect the " real numbers" — the real economic value of

the asset transferred to Loveall. Haughney fails to address this

separate and independent basis for the trial court' s judgment. 

C. Meridian is entitled to its fees in responding to a
frivolous appeal filed solely for the purpose of delay. 

Haughney's appeal is frivolous, as it presents no debatable

point of law and no chance for reversal. RAP 18. 9( a); See West u. 

Thurston County, 169 Wn. App. 862, 868, 282 P.3d 1150 ( 2012), rev. 

denied, 176 W11. 2d 1012 ( 2013). Moreover, Haughney filed his

appeal solely for purposes of delay, after making Meridian obtain an

order from the bankruptcy court that his liability for a fraudulent

conveyance was not dischargeable and then contesting the trial

court's clear authority to establish the value of Callaway 1 under this

Court's mandate. RAP i8.9( a); See Streater v. White, 26 Wn. App. 

430, 435, 613 P. 2d 187, rev. denied, 94 Wn.2d 1014 ( 1980). This

Court should award Meridian its attorney fees under RAP 18.9(a). 

V. CONCLUSION

The trial court's damages award was authorized by the UFTA, 

by this Court's mandate and supported by undisputed evidence. This

Court should affirm and award Meridian its fees. 
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UNPUBLISHED OPINION

HUNT, P. J. — Meridian Place, LLC appeals the trial court' s low damages award against

John Haughney under the Uniform Fraudulent Transfer Act (UFTA) s for Haughney' s fraudulent

transfer of a fitness gyre to James Loveall; Meridian also appeals the trial court' s refusal to enter

judgment against Loveall for these damages. Meridian argues that ( 1) the damages award

Chapter 19. 40 RCW

App. A

CP 154



No. 42436- 3- I1

amount was too low and did not reflect the fair market value of the asset, namely the gym, as

v
testified and agreed to by the parties at trial; ( 2) UFTA authorized the trial court to enter

judgment against Loveall because he was the first transferee; and ( 3) UFTA does not impose on

the defrauded party a burden to prove the damages amount. We hold that the trial court abused

its discretion in setting Meridian' s damages substantially below the amount the relevant evidence

supports but that the trial court did not abuse its discretion in refusing to enter judgment against

Loveall. Accordingly, we affirm the trial court' s decision not to enter judgment against Loveall. 

We vacate the amount of the trial court' s damages award and remand for a new hearing and

recalculation of damages. 

FACTS

1. FRAUDULENT TRANSFER

A. Petrovic' s Opening of Callaway Fitness I and II, Owned by Humcor; Financing

Michael Petrovic started Callaway Fitness ( Callaway I); in 2006, he opened a second

Callaway Fitness ( Callaway Il). Callaway I and If were owned by Humcor, Inc., of which

Petrovic was a 42 percent shareholder. John Haughney, a certified public accountant, became a

Humcor shareholder in January 2007. Petrovic entrusted Humcor' s business operations to

Haughney, deferring to him on most business decisions, including financing and payment of

outstanding debt. 

In June 2006, Humcor signed a lease with Meridian, to provide a new fitness location for

Callaway II, effective in February 2007, when Callaway 11 began operating. The monthly rent

was approximately $ 40,000, with an additional monthly recurring payment of approximately

10, 000 for improvements that Meridian undertook to accommodate Callaway II' s needs. VRP

2
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May 23, 2011) at 56, 60, 186. Humcor used Callaway I' s income to subsidize the opening and

operating costs of Callaway H; but before the end of the first month of Callaway II' s operation, 

Humcor fell behind in the rent payments. Thereafter, during the first year and a half of Callaway

II' s operations, Humcor' s payments to Meridian were " erratic, nonexistent, [ and] unpredictable." 

I Verbatim Report of Proceedings (VRP) at 62. 

In addition to his shareholder and business management involvement with Humcor, 

Haughney was also an investor in and the managing member of Smart Lending; LLC. 

Additional Smart Lending investors included Haughney' s family members and James Loveall, 

Haughney' s client and friend for 18 years and occasional golf partner. 

Humcor obtained and personally guaranteed a $ 400,000 loan from Smart Lending. 
i
i

Haughney also mortgaged his personal residence for approximately $ 635, 000, which he loaned

to Humcor. At this point, Humcor owed $ 325, 000 on a preexisting equipment loan through

Cascade Bank, secured by Callaway I and Callaway II assets. Thus, after the infusion of new

capital from Smart Lending, Humcor' s liabilities totaled approximately $ 1, 360,000. In addition, 

Meridian held a Iandlord- lien claim against Humcor' s assets for two ' months of rent, 

approximately $ 80,000, Humcor attempted to renegotiate Callaway. H' s lease without success. 

B. Humcor' s Sale of Callaway I to Loveall; Loveall' s Sale to Petrovic

In April 2008, Humcor sold Callaway I to Loveall for $114,263. 54 cash, plus Loveall' s

assumption of Humcor' s $ 635, 736. 46 mortgage obligation on Haughney' s personal residence; 

thus, Humcor appeared to realize a total of $750,000.00 from this sale, Humcor used the cash

z Cascade Bank' s security interest in Callaway H' s assets was in first position, followed by
Meridian, and then Smart Lending. 

3

CP 156



No. 42436- 3- 11

proceeds to -pay down its debt obligation to Cascade Bank, which in turn released its security

interest in Callaway I' s assets. 3 Humcor' s balance sheets showed that Humcor transferred to

LovealI approximately $550, 000.00 ofCallaway I' s assets ( office furniture and equipment). 

At the time of this Callaway I sale, Humcor was insolvent and in default on a substantial. 

i portion of Callaway II' s rent. Loveall' s assumption of Humcor' s mortgage did not help Humeor

resolve its financial problems, in part because Lovcall never formally assumed the mortgage debt

and never made any payments on it. By November 2008, Humcor was in bankruptcy, and

Callaway II ceased to exist. At this point, Loveall told Haughney that he wanted to sell his

interest in Callaway 1. In 2009, Petrovic purchased Callaway I from Loveall for $ 1, with

Petrovie assuming Loveall' s remaining mortgage obligation on Haughney' s home; thus, Loveall

appeared to realize a total of approximately $650, 000 from this sale. 

II. PROCEDURE

In July 2010, Meridian sued Humcor and Loveah under UFTA, alleging that Humcor' s

sale of Callaway I to Loveall had been fraudulent. Meridian sought ( 1) $ 3, 049,227.48 in

damages for Humcor' s breach of Callaway II' s lease; and ( 2) judgments against Humcor, 

Haughncy, and Loveall or, alternatively, judgments against Humcor and Loveall jointly and

severally, for any amounts Humcor owed Meridian. Meridian also sought to void the transfer of

Callaway I to Loveall. The case proceeded to a bench trial. 

At trial, Meridian, Loveall, and Haughney agreed that the $ 750,000 ( the amount Loveall

had paid to Humcor combined with the debt he had assumed in the transaction) accurately

3 Cascade Bank retained its security interest in Callaway II' s assets. 

4
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reflected the fair market value of Callaway I at the time of the sale. Nevertheless, Meridian

argued that Loveall' s assumption of Humcor' s mortgage debt had been illusory and that the sale

was made with intent to hinder, to delay, or to defraud Meridian. Agreeing with Meridian, the

trial court found that the mortgage transfer to Loveall was illusory because ( 1) "[ n] either Humcor

nor Loveall believed that Loveall would be personally liable for that debt," and ( 2) the " transfer

of Haughney' s mortgage debt to one of [his] ,closest friends was not an arm' s length transaction." 

Clerk' s Papers ( CP) at 340 (Findings of Fact (FF) 17). 

Nevertheless, the trial court refused to enter judgment against Loveall. The trial court

concluded that, even though Humcor and Loveall had both been responsible for the fraudulent

transfer, " Loveall gained nothing from this sale. In fact, he Iost $ 114,000 -plus in the transaction. 

Therefore, there was no personal or economic gain he realized from the sale." 6 V" at 759- 60. 

In setting the amount of Meridian' s damages, however, the trial court concluded that ( 1) 

t]he lay testimony by the parties and the exhibits submitted did not support the position that

Callaway [ I] was worth $750,000 at the time of its sale to Loveall," 4 ( 2) " Meridian Place did not

meet its burden ofproof' to establish the value of Callaway I,5 and ( 3) Callaway I had a value of

only $75, 000, based on

a) the retail value of the equipment at the time of the transfer, taking into
consideration that the equipment had a lien on it as well and ( b) the Court' s

conclusion that at least $75, 000 of the $ 114,000 paid by Loveall should have been
made available for damages for breach of the lease. 

a CP at 341 ( FF 26). 

5
CP at 343 ( Conclusion ofLaw 7) ( emphasis added). 
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CP at 343 ( Conclusion of Law 7). When Meridian asked how the trial court had determined

Callaway I' s $ 75, 000 value, it replied: 

The $ 7.5, 000 was a figure that 1 devised based on what I felt the actual retail

equipment worth would have been for that gym equipment at the time of the

transfer considering also that it had a lien on it as well, just to give you some idea. 

Also, I want counsel to understand that I felt that the true value of the

transfer was probably $114,000, which was the cash that was paid. I believe that
at least $ 75,000 of that should have been made available for damages for the

breach of the lease, and that' s the other reasoning why I came up with the $ 75,000
as well. 

6 VRP at 761- 62, 764 (emphasis added). Although Meridian informed the trial court that the lien

had been paid down with the sale proceeds, the trial court did not adjust its damages ruling and

instead entered a $ 75, 000 judgment for Meridian against Haughney. 

Meridian appeals the trial court' s damages award and its refusal to enter judgment against

Loveall. 

ANALYSIS

I. UFTA AND BURDEN SHIFTING

We first address Meridian' s threshold argument that the trial court erred in concluding

that Meridian bore and failed to meet the burden to prove the value of the fraudulent transfer of

Callaway I to Loveall. 6 Meridian is incorrect. 

6 Humcor is correct that Meridian failed to preserve this error by failing to object below to the
trial court' s improper placement of the burden of proof. But we have discretion to review this
error by virtue of the RAP 2.5( a)' s use of the following permissive language: " The appellate

court may refuse to review any claim of error which was not raised in the trial court." ( Emphasis

added). Here, we exercise our discretion to address the burden of proof because ( 1) this issue

might otherwise arise again when we remand to the trial court to redetermine the damages

amount in accordance with the UFTA; and ( 2) it will conserve judicial and the parties' resources

to resolve the issue now. 

1.1
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The plain language of UFTA does not phice on the defiraudod party Ie burden ofproving

the value of the improperly transferred asset. Rather -Im LSA. lutgu€:ge expressly places on the

ppity alleging, and seeking to set aside, the fraudulent transfer the burden of proving that the

debtor acted " Mith actual intent to hinder, delay, or defraud any creditor of the debtor" or

transferred an asset "[ w]ithout receiving a ra sonably equivalent value in exchange for the

transfer or obligation." RCW 19.40.041( a)( 1), ( 2);' Sedwick v. Gwinn, 73 Wn. App. 879, 885, 

873 P.2d 528 ( 1994). '." Aws, because this burden of proof involves proviag that the consideration

for the transfer was &Tossiy inadec uate,8 Meridian had to estabEsh the property' s value to the

extent ?ie. essary to show that the consideration provided was :nudequ c. 

Here, however, the pardes a¢reed Shat $ i 50,CIA was a fair inarket value' of Callaway i

at the time of the transfer. ' j1,5 record non -pins sufzi iert evidence to support tb.,s v.-?ue. Thus, 

vm hold that the trial court :. Ttx in ( 1) ruling ! Aa, $ Alfal lian fefle:, to unei t its brr.3en to

value, and (2) using this nodi -existent failtre 1r, sett!-Lg The amoemc oft ioddian' s riarriages. 

11. DAmAoFs

Meridian' s p; imary argument is that ( 1) the trial court crrNu is cutcring a joulgment

agalnst Haughucy frr damages in the wnout.t ai5,000 when- ?t rita,,; .' s UFTA

yea ; nits damages in the amot nt oftbe valne o ij; u : jet transferred; and. (2) iby L.'40tway J at the

Washington' s UFTA, chapter 19.40 RCM, %- hYrh reguiLws fraudi.Pwvt transie s, provides that a  
fraudulent transfer occurs

where one entity transfers an a sjvt to -ao _ cr c% AY, with the effect of placing the
assut cut of the reach of a ; reejtor, smith €at ter fh;. iuite,l.' to dcdy or kinder the
creditor or with the el ect of insolver.c, en tlipart of the rtansferring entity. 

Yhor: Asan ik !?''anson, 168 WnId 736,',' 4,4, 2i9 P.3d ". `, ( 2tiG9). 

s Workman, 50 Wn.2d at 189. 

7
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tinic of the traysfer, ahe assn' s v4ue was 10 times that amount -4.150,000, .according to the

to,gfMonics of all parfies. We agree. 

A. Standard ofReview

We review de novo a trial court' s interpretation of a statute. Dimension Funding, LLC v. 

D.K Assocs., Inc., 146 Wn, App. 653, 657, 191 P. 3d 923 ( 2008) ( citing Rettkowski v. Dept of

Ecology, 128 Wn.2d 508, 515, 910 P.2d 462 ( 1996)). We assume the legislature meant exactly

what the statute says; if the statute is unambiguous,, we will not engage in statutory

interpretation. Berger Y. Sonneland, 144 Wn.2d 91, 105, 26 P. 3d 257 ( 2001). We review

findings of fact to determine whether substantial evidence supports them, and whether the

findings support the conclusions of law. Hegwine v. Longview Fibre Co., 132 Wn, App. 546, 

555, 132 P.3d 789 ( 2046), aff'd, 162 Wn.2d 340, 172 P.3d 688 ( 2007). We review the trial

court' s conclusions of law de novo. Sunnyside Valley Irrigation Dist. v, Dickie, 149 Wn.2d 873, 

880, 73 P. 3d 369 (2003). 

We review a trial court' s award of damages for an abuse of discretion. Krivanek v. 

Fibreboard Corp., 72 Wn. App. 632, 636, 865 P.2d 527 ( 1993). A trial court abuses its

discretion when it exercises its discretion in a manner that is manifestly unreasonable or

exercised on untenable grounds, or for untenable reasons. Siate ex rel. Carroll v. Dunker, 79

Wn.2d 12, 26, 482 P.2d 775 ( 1971): A trial court abuses its discretions when its decision is

outside the range of acceptable choices given the facts and the applicable legal authority. 

Snoqualnde Police Assn v. City ofShoqualmic, 165 Wn. App. 895, 909- 10, 273 RM 983 ( 2012) 

citing In re Marriage ofLittlefield, 133 Wn.2d 39, 47, .940 P. 2d 1362 ( 1997)). Generally, we

will reverse a damages amount only if it is outside the range of relevant evidence, shocks the

8
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conscience, or results from passion or prejudice. Mason v. Mortgage America, Inc., 114 Wn.2d

842, 850, 792 P. 2d 142 ( 1:990). Such is the case here. 

B. Value

UFTA provides the following method for calculating the damages that a creditor may

recover: 

b) [ T] o the extent a transfer is voidable in an action by a creditor under RCW
19. 40.071( 1)( a), the creditor may recover judgment for the value of the asset
transferred, as adjusted under subsection ( c) of this section, or the amount

necessary to satisfy the creditor' s claim, whichever is less. The judgment may be
entered against: 

1) The first transferee of the asset or the person for whose benefit the transfer

was made; 

c) If the judgment under subsection ( b) of this section is based upon the value of

the asset transferred, the judgment must be far an amount equal to the value ofthe
asset at the time ofthe transfer, subject to adjustment as the equities may require. 

RCW 19. 40. 081( b)( 1), ( c) ( emphasis added). UFTA defines " asset" to include " property of a

debtor, but the term does not include [ p] roperty to the extent it is encumbered by a valid lien." 

RCW 19.40.011( 2)( i). 

C. Value of Callaway I at Transfer

Loveall testified that he believed the $ 750, 000 he paid for Callaway I reflected its fair

market value at the time of the sale. In arriving at this value, Loveall took into consideration

Callaway I' s equipment, its membership list, and the value of its ongoing operation. Loveall' s

counsel similarly stated, " We know that the value of this business was $ 750,000. ... The only

thing that [ Meridian] has suggested to us is that the assumption of the debt was somehow

illusory." 5 VRP at 727-28. Haughney agreed that the $ 750,000 sale price accurately reflected

Callaway I' s fair market value. Meridian repeatedly emphasized that it did not dispute Loveall' s

9
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and Humcor' s valuation of Callaway and that $750,000 rias the " negotiated price," " a fair value

for -she asset," " thy: -wor&. of the asset transferred," and 'Tie val ae that left Humcor." 10

Notwithstanding the patties' uncontro%,,:it,.d agreemeil that the purchase price and value

of Callaway I -; as $ 750,000 when Hm cpr sold it to tl.e Ldal :; hurt concluded that

w]hat the patties agree [ Callaway I] was worth was the least reliable evidence. Under the facts

of this case, the assuraption of the Haug,hney morigagu debt Rr i1Ir. Lo-yeall was -illusory.", 6

VRP at 759. The trial court did rot ex;) lain, howe, -t r, bow Loveall' s later failure to make

Haughney' s mortgage payments (" illusory" debt assumption) cast doubt on the validity of the

aL,:eod upon purchase price and the fair market valu: of the transferred asset at the timi of the

sale. L7stead, the trial court appears to have " de-riscA" its $ 75,00 ".-Iguie" based on ( i) "what

it? felt the actual retail ... wc: d, w dF1d hay been fir that gym equipment at the time of the

transfer," and ( 2) its "( feeling] that the true value of the trrwsat,:r was probably $ 114,000, which

was thz calla that was paid ... , at le ssi 1: 75, UGG of [whih] shoilY.. àav ; be,_!a mal- availr' ,-- for

damages for the breach of the 6 Vl. at/ 61, 164. 

The evidence produced at trial does not subpart the bti court' s x. 75, 000 6gur-1,. On the

contrary, in addition to the paA,,.s' agre;;mont about the ; i 50,000 value„ The record shows that

Hurncor received others from two olhtz Nrx-. ;;; znr, r . ;::t from $200,000 to $ 300,00) for

1L.a0.a.v4, y Ps- netabership In addition, Flumeor rrcuorded the sale. of Ca;lar-rrty I by

a,3justing its balance sheets downward by iou:. Ay $ 550,0010 in a category marked " OFFICE

9 5 VRP at 637. 

5 VRP at 691. 

10
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I[,TILIxl'1' RE & EQTJII':NIMN ';'' tr= fer cf the -3e two as, -e -N ., Niue, wirled. 5650,000 to

750,000 .in value. Mono ov r, neithor the membership lio value nor the furniture and equipment

value; reelect any value for Callaway I' r ongoing operation, goodwill, or other intangibles, which

arguably should have increased Callaway I' s value above the $650,000 to $ 750, 000 amounts. 

We recognize that the trial court had authority undrr RCW 19. 40.011( 2)( 1) and

19. 40.081( c) to adjust the damages award do;vri%xwd in light of Cascade Bank' s lien on

Callaway 1, which C sscade Bank released immediately rater Huts.>cur' s fele of Callaway I to

Lovmll wbo-n I a-ailirzey paid offhe underlyiag lcoa;,, -,.-dth the sale proce:;ds. Thus,,tha trial court

properly considered Cascade ' Bank' s hen. in the d-unages owa: d downward because

UFT,.\ does not treat c= umbered property as art of the frwadu, nt ir.nsferer ( h• re, 

Haughney, as Humeor' s principal 19.40.011( 2)( i); see also Thompson

Haiuoc =, 142 Wit, P pp. 53, 66, 1741'. 3d 1. 20 ( 2007) (" Foreclosure, or sale of an asset for no net

profit, means the as et was fully encumbered and ti.et'efon- not an ` asset' for purposes of the

UFTA"), qff d' 168 Wn? d 738, 239 P. 2d 537 (2009). But, ir.. lowe.-.~,q C- Rwky I' s value by an

amount that the record does not support, the trial court exceeded its UFTA statutory authority. A

statutodily authorized downward zdjustment of Meridian' s damages iu the amount of Cascade

Rat k' 1' t'i1g rat -hl y S325, 000, woOd left , vimidian iOTA ( lg l rages of itiil, itiy

4 25, $. 350,000 more 1̀7,= the $75M,` at'_`i"eL -mal court i4war, ed. 

Ex. Sit, 5B. 

2
This figure represents the agreed value of the asset transferred, i.e., $ 750,000, lv W

the lien, $325,000. 

11
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Tlius, despite the trial court' s authority to adjust a damages award " as the equities may

require" under RCW 19.40. 081 c), Lh.- record does not show f.at " the equities [ so] 

ri':.1'. h1 ,,"; nor did the trial Court pcov'.de s' ^ : Fn? L̀'P. ju futatioa for its si- nificant depeari,ure from

the values of the transferred asset and the lien, as supported by the evidence before it at trial. On

the contrary, in support of its $ 75, 000 damages award, the trial court provided only its own

seemingly arbitrary " belief' that an asset' s value cannot bw l: roved by the parties' stipulation and

its unsul nortc6 " feeling" that "at ieazi $75,000 , s dould have been made available for damages

for the breach of the lease. 6 VR tt.. t 661. 

Wc lioLi, dicrefoic, that, the trial zowr aztzsi s1. 1F:ide its stawtoly auti-ionity ane 2";{'ro' y

abused its discretion in awarding a tenth of tho darx ar cs that the evidence at trial showed was

comp. vn,. e to skleridian uudor Uk"r- 

Meridiafn next argues that the trU comt : rzcd in refining to ent.;r indgmant against

Loveall as a party jointly and sever Ty li+ ly vAili H,augbgey. We dis--Wee. 

1_JFTA provides that " fa] judgment may be entered against: ( 1) The First transferee of the

asset or the person for €vhasc Lenefiit tk, t, -ca i?a ° 2,;a mads." YCVJ 19.40.081( b) ( emphasis

aidz l). C oLtrary toMeridL,,G s pass;:- lor, OF iA' s use ofthe teem `-may' is evidence that the

tii.al coun't' s decision to enter judgment agLil,si the Lovea:i, is and was

discretionary. See Rudolph v. Empirical Research Sys., 107 Wn. App. 861, 866, 28 Pad 813

POI) ,;*h: words " will" and " shall" are man&A 5 y, N.A words like " may" are permissive and

discr tionary). 

12
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Nevertheless, Meridian contends that the trial court erred in concluding that Loveall did

not realize any personal or economic gain from the purchase of Callaway I and that he lost

approximately $ 114,000 in the transaction; but Meridian fails to demonstrate how these factual

determinations by the trial court are incorrect. CP at 340 ( FF 20); Br. of Appellant at 33- 34. 

Instead, Meridian argues that these factual determinations are " immaterial" and " afford[] no

basis for exonerating Loveall." Br. of Appellant at 33- 34. Meridian' s argument fails: RCW

19. 40.081( b) expressly authorizes the trial court to look beyond the parties' labels and to enter

judgment against " the person for whose benefit the transfer was made," which it clearly did here

when the trial court entered judgment against Haughney. RCW 19. 40.081( b)( 1). 

We affirm the trial court' s decision not to enter judgment against Loveall. We vacate the

amount of trial court' s damages award to Meridian and remand for a hearing and recalculation of

the damages arnount based on RCW 19. 40.081 and the relevant evidence. 

A majority of the panel having determined that this opinion will not be printed in the

Washington Appellate Reports, but will be filed for public record in accordance with RCW

2.06.040, it is so ordered, 
f

1 

f

ri
Dunt, P.J. 
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FEB5
3

4

erkS
6 IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON

IN AND FOR THE COUNTY OF PIERCE
7

r
8

MERIDIAN PLACE, LLC, a Washington } No. 08- 2- 08784- 6

limited liability company, ) 
9

V  Plaintiff, ) 

r. 

10

vs.
11 ) 

12 HUMCOR, INC., a Washington corporation, ) SUPPLEMENTAL AND AMENDED

d/ b/ a Callaway Fitness, et al. ) FINDINGS OF FACT AND

13 CONCLUSIONS OF LAW ON

14
Defendants. ) REMAND

15
THIS MATTER is before the court upon remand from the Court of Appeals to determine the

16

appropriate amount of damages in this case in light of and in pursuant to the directions provided by
17

18 the Court of Appeals in its Mandate and associated Opinion dated August 20, 2013. The Court

19 received briefing from the parties and heard argument on December 20, 2013, rendered oral findings

20
and conclusions on that day, and considered further briefing and argument on November 21, 2014. 

21

On January 9, 2015, the Court issued and entered a Memorandum Decision on Plaintiffs Meridian
22

Place, LLC, Damages wherein the Court made additional findings and conclusions and requested
23

24 submission of findings and conclusions consistent therewith. 

25 In accordance with the Court of Appeals' Mandate and Opinion and after considering the

26
BUCKNELL STEHLIK SATO & STUBNER, LLP

27
2063 Western Avenue, Suite 400

Supplemental and Amended Findings Seattle, Washington 98121

Q of Fact and Conclusions of Law on Remand - 1 ( 206) 587-0144 . fax (206) 587-0277

WACLIENTS125101Callaway11031amended findings and conclusions- ftnal.doc
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CP 397

Clparties' submissions and arguments, the Court makes the following findings of fact and conclusions

2 of law which supplement and amend the prior findings and conclusion entered on September 20, 

3 2011 which incorporated oral findings read into the record on June 9, 2011 (" Prior Findings and

fTi

4
Conclusions") - 

t 5
I. FINDINGS OF FACT

6

7
1. Based on the uncontroverted testimony of the parties to the transfer in question and

Lrl g agreement by all parties in the case, the value of the assets transferred at the time of transfer was

0. 9 750, 000. This value is also supported by other evidence as cited by the Court of Appeals including
611
M, y

10
without limitation, a financial statement prepared by John Haughney' s accounting firm stating that

11
1

the value of Callaway I' s office furniture and equipment alone was $ 550;000, and testimony that
f Ll 12

Callaway I' s member list was worth between $ 200,000 and $ 300,000. 
13

14 2. The lien of Cascade Bank that had attached to the equipment at the Callaway I

15 location prior to the transfer of that equipment to James Loveall was released by Cascade Bank in

16 consideration for the receipt of $117, 500 from Humcor on April 22, 2008. Humcor used the

17

114,263. 54 down payment it received from James Loveall on April I, 2008 to pay Cascade Bank to
18

release the lien on Callaway I equipment. Cascade Bank stated in writing that it released its lien on
19

20 the Callaway I equipment so that James Loveall would receive the equipment free and clear of the

21 Bank' s lien and in fact the equipment was transferred to James Loveall free and clear of Cascade

22 Bank' s lien. Accordingly, the Cascade Bank lien did not diminish the value of the asset transferred
23

to Mr. Loveall. 

24

3. The amount of the judgment in this case was subject to some discretion and possible
25

26
BUCKNELL STEHLIK SATO & STUBNER, LLA

27 2003 Western Avenue, Suite 400

i Supplemental and Amended Findings Seattle, Washington 98121

2 of Fact and Conclusions of Law on Remand - 2 ( 206) 587-0144 . fax ( 206) 587. 0277

W: ICLIENTSUSIOlCallaway11031amended findings and conclusions- final. doc
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IT

f. 

1
application of equitable factors and therefore could not be determined nor computed with exactness

2 prior to trial. 

3 II. CONCLUSIONS OF LAW

t7. 

4
In accordance with the foregoing findings of fact, the Court makes these conclusions of law: 

1t 5
I . Judgment should be entered in favor of the plaintiff and against John Haughney and

6

his marital community in the amount of $560,736. 46 which is calculated by the value of the asset
7

8 transferred at the time of the transfer of $750, 000 less $ 75, 000 already paid by Mr. Haughney to the
is

L
9 plaintiff and less $ 114,263. 54 in cash paid by Loveall to Humcor as part of the purchase price. 

i 10
2. The Cascade Bank lien was released from Callaway I' s assets when they were

G
l 1

transferred to James Lovcall, did not diminish the value of those assets to him and, therefore should
12

not be deducted from the value of the assets transferred to him. 
13

14 3. Prejudgment interest is not allowable and shall not be added to the amount of the

15 judgment. 

16 4. To the extent these findings and conclusions are inconsistent with the Prior Findings

17
and Conclusions these findings and conclusions shall control but otherwise the Prior Findings and

I 18

Conclusions on all issues remain in full force and effect. 
19

20
DATED this —6— day of February, 2015. 

21
FILED A)k (A

22
UR T e Honor ble Jahn lckman

23

FEB15
24

25 Ci rk
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IN THE SUPERIOR COURT OF WASHINGTON, COUNTY OF PIERCE

MERIDIAN PLACE LLC, 

Plaintiff, I Cause No: 08-2- 08784-6

vs. 

HUMCOR INC, 

Defendant. 

MEMORANDUM / DECISION

ON PLAIMTIFF'S, MERIDIAN

PLACE, LLC, DAMAGES

I. PROCEDURAL HISTORY

This case, between the above -listed parties, was tried before Department 22 on

the
16th

day of May, 2011. The Court found in favor of Meridian Place, LLC, and held

that a fraudulent transfer did take place between defendants, John Haughney, and co- 

defendant, James Lovell, in the sale of a fitness gym known as, "Calloway I". The matte

was subsequently appealed to Division 11. 

The Court of Appeals, Division II, upheld the trial court's finding of a fraudulent

transfer between the two defendants, but remanded the case back to the trial court in

I
order to revise its decision as to the value of the fitness gym at the time of the transfer. 

The appellate court finding that the value of the gym, at the time of the transfer, was the

purchase price of $750,000.00. 

MEMORANDUM/ DECISION Page 1
App' C
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2

3

4

6

6

7

8

On the
201h

of December, 2013, the Court, after hearing oral argument by all

parties, the Court issued an oral opinion, based on the factors outlined by Division ll, 

to the issue of the value of Calloway I at the time of the fraudulent transfer and the

Court's need to subsequently revise any damage amount awarded to the plaintiff ba•-,€ 

I; on that recalculation. 

12

13

4

15

16

17

18

9

2.0

Based on the directive from the Court of Appeals, the Court subsequently fount.-' 

the value of the fitness gym ( i. e., Calloway 1), to be $750,000.00 at the time of the scle

between the two defendants. The Court of Appeals further indicated that the value

could be subject to deductions based on any valid liens that existed at the time of th„ 

transfer_ Specifically, the Court of Appeals mentioned a lien held by Cascade Bank .. 

lithe amount of $325,000.00 which existed prior to the sale between the two defendan---s. 

The Court, on December 20, 2013, in its oral ruling, allowed for the set off of tit., 

full $ 325,000.00, which represented the Cascade Bank lien, in addition to 075,000.0

payment that had already been made towards the original judgment the Court issue::. 

Before any written finding or judgment was made, pursuant to the December' t;, 

1 2013 decision, one or both of the defendants filed a bankruptcy action, in Federal

lBankruptcy Court, and there were no further hearings until the
21st

day of Novembe,*: 

I1
201.,1. Pursuant to the review of a Bankruptcy Court transcript supplied by Plaintiffe

counsel, the bankruptcy judge refused to issue an order as to the amount of the act:; ! P Yt g , 

2' I I damages suffered by Meridian Place, LLC, and referred the matter back to the trial
22

I

in order to decide this specific issue. Subsequentl; r, both the plaintiff and defendant

wf.Jisa
filed motions for cross declaratory judgments on the issue of the amount, if any, of

I
24

plaintiff's damages. The Court, on the 21st day of il!ovember, 2014, heard argumen, _Z

25
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

18

17

1a

19

20

21

22

23

24

25

to the mutual requests for declaratory judgments filed by both sides and this written

I I decision is pursuant to their mutual requests for declaratory judgments in their

respective favors. 

IL ANALYSIS

The Court, in its oral decision in December of 2013, as to the valuation and

I amount of damages suffered by Plaintiff, focused on whether or not the Cascade Bank

lien was a "valid lien". The issue of a valid lien was analyzed under the provisions of

RCW 19.40.011 ( 2) ( i) and 19,40.011 ( 8). The Court found, in its oral December rulinc;,, 

that Cascade Bank was a valid lien and deducted the full $ 325,000.00 lien which

existed at the time of the transfer of the gym assets between the two defendants. In

addition, the Court deducted $ 75, 000. 00 from the value of the sales price of

750, 000. 00 to recognize the $75,000. 00 payment that had been made b+ the

lefendants after the trial date. Counsel for Plaintiff, in its motion for declaratory

idgment, argued that it would be inequitable to reduce the full amount of;the Cascade

lank lien of $325,000. 00 since Cascade Bank allowed, either prior to the closing or

hortly thereafter, a reduction of their lien to $ 117,500.00 on the Calloway I gym

I equipment. Counsel for defense, in their declaratory judgment, indicated !that no furti i tir

monies were due and owing based on their "liquidated damages" theory df the case : k

that the $75,000.00, which had already been paid subsequent to the trial, represents

the total damages suffered by the plaintiff. Further, defense counsel argued that the

I focus should be on the lien amount prior to the transfer and not to any subsequent

I reductions that were negotiated after the sale. 

MEMORANDUM / DECISION - Page 3
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3
i

4

e

7

8

9

10

11

12

13

The Court fords that the sale agreement was executed on April 1, 2008. On that

same date, a check was issued by Mir. Haughney to Humcor in the amount of

1. 14,263. 54. This check was then deposited in an account under Humcor's name at

Cascade Bank on Aoril 22,12008. Casctido Bank subsequently released Lheir

325,000.00 lien on Calloway I' s gyre equipment and Defendant Haughney took

possession of the gym equipment free of any lien from Cascade Bank. The

325,000. 00 was not paid to release the lien. It is clear, from the timing of these ever

that Cascade Bank had negotiated for a lowsr- lien payoff before closing of this sale:. 

Humcor' s counsel argues that the appropriate approacli is to determine dam

on a " liquidation approach". Based on this fornju,?., and the monies already paid by the

defendant ($75, 000. 00), the plaintiff would be entitled to no further compensation. 

This Court believes that the more: "equitable approach", as allowed by RCW

19.40, et al, is not to elevate "form over substance", and to look at the real numbers tnati

15
l j wera used in relaasinc; the lion, not the amount that existed at the tinea just before the
r

16 + transfer. 

Therefore, the Court adopts the arguments submitted by Plaintiff's counsel, in his1. l P g

18 most recent briefing, and the Court revises its original decision to grant damages in the

19 JamoLintof $750,000.00, less$ 11,? i33. ' r, repr senting payment of the Cascade Ban!, 

20 I
lien and furFher deduction of :0'76,000.00 for the . tet vclue arnuunt already paid towards

11  t . 

I the judgment by the defendant, -for a tonal of $560,000.00. All other parts of the Court's

22
I1: 

23 
it

24 1

25

11
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1 ,
1p, issued on December 20, 2013, shall remain in full force and effect. The Court

2 directs plaintiff to draft findings of fact and conclusions of law consistent with this ruling. 

3 DATED this + day of January, 2015. 
3

4

12

13

14

15

16

17

18

1
19

20

21

22

23

24

25
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